INTRODUCTION:
Money is the one thing competition would not make cheap, because its attractiveness rests on it preserving its 'dearness'. -F.A. Hayek (1976, pp.94) This paper addresses the perspective of Hayek's doctrine on monetary arrangements in the economy and his favorable argument for an international central bank over national central bank. I also discussed Hayek's view on free banking (i.e. for the free issue of bank notes) that would enable the banks to provide more and cheaper credit. Furthermore, Hayek comes up with an intellectual debate on "rational choice" of monetary arrangements whether the commercial banks should have the right to issue bank notes (demand for free banking) which can be redeemable in the established national gold or silver currency or an international central bank.
In the beginning of the 20 th century, even before the WWI, Hayek was well aware of the growing concern of separate banking system that had destroyed the homogeneity of the circulating of medium of different countries. He was also concerned with the degree of liquidity or acceptability of 'comparatively small reserves' of gold in the national central bank (Hayek, 1937 pp76).
Hayek's philosophical thought in his book "Monetary Nationalism and International
Stability" (and later his work in "Denationalization of Money") has raised debates over the years among economists, scholars and policy makers about the usefulness of an international central bank over national central bank and whether the commercial banks are better able to stabilize the currency under free banking rather than a central bank, considered as an agent of government, that could develop inflationist tendencies being monopoly in issuing paper currency. Underlying the debate, White (1996) in his book "Monetary Nationalism Reconsidered" states about two possible international monetary regimes; first a monetary system variously regulated by national governments, i.e., what White called it "inside money" and Hayek termed it as "monetary nationalism". Alternatively, deposits and circulations may be provided by private banks operating internationally could be termed as "international inside moneys". The second option is about universally free acceptable currency, i.e., commodity money such as gold. Alternatively, an international currency can be created by international central bank, this is "rational choice" what Hayek describes -international free banking or international central bank.
Though Hayek himself did not underpin a "separate regulation of the quantity of money in a national area which remains a part of wider economic system" but he largely unsupported against maintaining of an independent national currency, which he believed an insulation of a country against the financial shocks and that could cause international instability (Hayek, 1937 pp73).
Overall, Hayek's concerned was a stable monetary system. As one of the greatest thinkers of his time, Hayek's doctrine placed a little role for government in controlling money, which he believed larger control of government over the money as the cause of instability (Hayek, 1943 [1960], pp.324-25). Furthermore, he pointed out the least importance of national central bank as an agent of government and argued that "...source of disturbance is likely to be much more serious when there is only a single bank for a whole region..." (Hayek, 1937, pp.80 ).
This paper focuses on Hayek's overall philosophy on international money mechanism and his intellectual debate of rational choice between the two arrangements -free banking or an international central bank and his concerned over unstable arrangements in money mechanism, which, he believes, profoundly affects economic and social conditions of people and government.
Therefore, to reach the conclusion, I outlined Hayek's perspectives on central bank and government, then international gold standard, and finally, his choice between free banking and an international central banking which is central theme of this paper. (Smith, 1990) . On the contrary, it is coercively imposed from outside the market as a result of government action (Huerta de Soto, 1995).
HAYEK ON NATIONAL CENTRAL BANK
Hayek insisted that the central bank being a single financial entity couldn't control the financial stability and pointed out "it is practically impossible for any single bank, acting alone, to apply the only control by which the demand for credit can, in the long run, be successfully kept within bounds; that is, an increase in its interest charges (Hayek, 1931 )". He further showed his concerned over the liquidity preference " ... that this source of disturbance is likely to be much more serious when there is only a single bank for a whole region or when all the banks of a country have to rely on a single central bank; since the effect of any change in liquidity preference will generally be confined to the group of people who directly or indirectly rely on the same reserve of more liquid assets." (Hayek 1937 (Hayek [1964 From the above discussion, we know that Hayek was not in favor of a national central bank and he proposed a variety of reforms during his works. Hayek (1937, pp88-89) advised, a useful central bank "will have to act persistently against the trend of the movement of credit in the country, to contract the credit basis when the superstructure tends to expand and to expand the former when the latter tends to contract," this issue still requires more research to find a scientific conclusion.
HAYEK ON GOVERNMENT
"The history of government management of money has, except for a few happy periods, been one of incessant fraud and deception". - Hayek (1988, pp.103) I am well convinced, after an extensive literature review, that Hayek was not a supporter of government intervention and argued that government interference would deprive the "good money". In his debate, he argued as an influential exponent and questioned that the monopoly of government of issuing money has not only deprived us of good money but has also deprived us of the only process by which we can find out what would be good money. Furthermore, as concerned to the quality of money, he added, "We do not even quite know what exact qualities we want because in the two thousand years in which we have used coins and other money, we have never been allowed to experiment with it, we have never been given a chance to find out what the best kind of money would be" (Hayek, 1977 ). Hayek's past experience and research put government in narrow place, and pointed out that the monopoly authoritative does not produce welfare to the people and the society as well.
Furtherance, Hayek on the role of government in the monetary system, expressed his opinion that private enterprise can issue "good money" and not government. In his word, Hayek (1999) articulated that "As a result I am more convinced than ever that if we ever again are going to have a decent money, it will not come from government: it will be issued by private enterprise, because providing the public with good money which it can trust and use can not only be an extremely profitable business; it imposes on the issuer a discipline to which the government has never been and cannot be subject. It is a business which competing enterprise can maintain only if it gives the public as good money as anybody else".
Hayek (1960) as a responsible citizen further debated that people are now well aware of the importance of a stable monetary system and showed his concern about the "great monetary disturbance". He assumed Government "a much more active part in controlling money" and remarked "as much a cause as a consequence of instability". Hayek further into his debate convinced for "spontaneous market process", and insisted that people will be better off "if governments were deprived of their control over monetary policy". In his word -"Why, it is sometimes asked, should we not rely on the spontaneous forces of the market to supply whatever is needed for a satisfactory medium of exchange as we do in most other respects?" (Hayek, 1960) .
Going back to the history, Hayek (1988, pp.103) mentioned "the history of government management of money has, except for a few happy periods, been one of incessant fraud and deception".
So, Hayek does not seem to have appreciated governments, but is more convinced that government too, can engage in intertemporal misallocation which will have a direct impact on the people and the state as well. In a lecture delivered at a conference, Hayek (1977, pp.1) concluded "I am afraid I am convinced that the hope of ever again placing on government this discipline is gone". Settlements to control national use of claims on gold rather than gold itself. Hayek (1935) points out, the gold standard is subject to two defects -the first applying to all international standards, namely, the lack of willingness of individual countries to adjust their national economies to an international standard; the second inherent in gold, namely, the periodic maladjustments between demand for and supply of gold.
HAYEK ON INTERNATIONAL GOLD STANDARD
Hayek agreed that "there is, however, no practical alternative to the gold standard. No other standard has the slightest chance of general agreement or even support from all the great countries. …If an international standard is wanted, the gold standard, in spite of its undeniable defects, is the only practical choice". So, Hayek was fully confident that only gold is the "practical 335). He expressed his view that "no single country could effectively restore it (gold standard) by independent action" and he further pointed out that though it is doubtful whether the abandonment was a gain but its restoration at present is not a practical proposition.
In his foregoing argument, Hayek (1943) adjudged that "I may be mistaken in my belief that this mystique of gold has disappeared for good, but, until I see more evidence to the contrary, I
do not believe that an attempt to restore the gold standard can be more than temporarily successful".
Hayek, even, believed that the restoration of international gold standard deserved more attention than it had received earlier, and he asserted that "they hardly offer a practical alternative for the near future" (Pp.335). In the end Hayek admitted that the gold standard would be unworkable.
ALTERNATIVE BANKING REGIME: FREE BANKING OR AN INTERNATIONAL CENTRAL BANK
The Nevertheless, Hayek (1974; subsequently argued for decent money in free market monetary system and convinced that "it will not come from government: it will be issued by private enterprise", and his further argued "... whether institutions other than government should be allowed to issue dollar notes. That, of course, would not work. But if private institutions began to issue notes under some other names without any fixed rate of exchange with the official money or each other, so far as I know this is in no major country actually prohibited by law." (Hayek, 1977 , pp.5) (I have already discussed about Hayek on government). However, Hayek (1999) , as concerned to free banking, noted disadvantages that "nobody would be in a position, by a deliberate policy, to offset the tendency to cumulative changes" that would remain but suggested that "this might not be so serious if there were numerous small banks whose spheres of operation freely overlapped over the whole world" (cited from White, 1999a, pp.763) . However, at the end of his career, Hayek switched to favoring laissez faire in money-issue as a means to achieve price-level stabilization and his book the 'denationalization of money' offers resources and advocates modern free banking regime (White 1999a, pp.767).
After an extensive literature review, I completely agree with White's conclusion (1996) that Hayek did not endorse the establishment of a multinational fiat money and his philosophy does not support a national central bank as a monetary arrangement and also seems unsupported for the use of gold as the international money, but he presumes the use of gold merely as "exist compelling political reasons" (Hayek 1937, 75) . Selgin (1988 Selgin ( , 1991 as an advocate of free banking, cited, that "a free banking system is better equipped than a central banking system to maintain it" (see White, 1996) . On the whole, I would like to conclude collectively, that Hayek in 1937 possibly preferred an international monetary authority over a system of international free banking, though he did not express a clear preference. I completely agree with White's (1996) concluding comments in his analysis paper "Monetary Nationalism Reconsidered", that "anyone who shares Hayek's "practical" concern with counteracting central banks' tendency toward unwarranted expansions of the quantity of money may well find a free banking system to be the best practical alternative, given the temptations to which central banks are prone. A world central bank, and to a slightly lesser extent a pan-European central bank, would be a monopolist without any competitive discipline".
CONCLUSIONARY COMMENT

